26 12/20/67
Memorandum 68-14
Subject: Study 26 - Escheat

Attached is & copy of the Commiesion's Recommendation on
Eascheat. The bllls to effectuate thie recommendation will be intro-
duced at the 1968 legislative seesion in the form contained in the
Recommendation.

Attached as Exhibit I {pink pages) is a letter from the office
of the State Controller suggesting revisions in the proposed legis-
lation and comments. We have also distributed the printed recommenda-
tion to all persons amd organizations that indicated an interest in
this subject. It is possible that additional suggested revisions
will be received. If so, we will transmit them to you as a supple-
ment to this memorandum.

Page 1040 of printed Recommendation

The State Controller suggests that,in the Comment to Section
1530, the second sentence of the second paragraph should be revised
to read: "The change makes the amount correspond with the minimum
amount that the Controller must charge for servicing the property
under Section 1540(c)." This 1s a desirable change and would make
the Comment more precise. If approved by the Commission, we will
make the change in the (bmment when we prepare a special report for
the legislative committee that hears this bill.

Section 1532, page 1043 of printed Reccmmendation

The State Controller suggests in substance that subdivision (c)
of Section 1532 be revised to provide:

(c) 1In the case of sums payable on travelers checks or
money orders escheated under Sectlon 1513, such sums shall be
pald to the State Controller ask-iaider-ihan-d6-days-afser-the
final-date-for-filing-the-vepors at the time the report is
flled .

iplmay——
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Although subdivision {c) incorporates the substance of a 1967
revision of the Uniform Disposition of Unclaimed Property Act
(see Comment to Section 1532), the change suggested by the

State Controller appears to be a degirable one. We have written
to the representative of American Express Company to determine
whether American Expresas would object to this change.

Section 156k, pages 1051-1052 of printed Recommendation

The State Controller suggests that the following additional
paragraph be added to subdivision (b) of Seetion 156k4:

(9) For transfer to the Inheritance Tax Fund of the
amount of any inheritance taxes determined to be due and
payable to the state by eny claimant with respect to any
property claimed by him under the provisions of this
chapter.

This i1s a technical change and conforms to subdivision (h)
of Code of Civil Procedure Section 1325 which mekes continucus
appropriation of the Unclaimed Property Fund for various purposes.
(Property that escheats to the state under other statutes is
" deposited in the Unclaimed Property Fund.} The amendment may Ye
unnecessary, but is desirable in the interest of clarity.

Section 1571, page 1054 of printed Recommendation

The State Controller suggests the following revieion of
gubdivision (a) of Section 1571:

(a} The State Controller may at reasomsble times and
upon reasonable notice examine the records of any perscn
if-he-bag-reagon-10-believe-ihat-cueh-person-hag-failed-to
report-preperiy-that-shouldd-have to determine whether all
unclaimed property has been reported pursuant tc this
chapter.

The State Controller states: "The existing language gives the

Iimpression that we could examine the records only if we suspect

-Pa



fraud. The language we are proposing would authorize us to
examine records as & routine matter, similar to authorization
contained in various tax programs.” In conneetion with this
change, it should be recognized that the proposed legislation
can be & source of significant additional revenues to the state.

See Exhibit II (yellow) attached.

Respectfully submitted,

John H. DeMoully
Executive Secretary
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Tontrofler of the Btute of Qalifornia
SACRAMENTO '
December 1h, 1967

California Law Revision Commission
School of law .
Stanford, California

Attention Mr, John H, DeMoully
Executive Secretary

Gentiemen:

This is in reply to your letter of November 20 with which
you sent & copy of the page proofs of the Commission‘'s report on es-
cheat, Both Mr, Neuharth and myself have reviewed the proofs and
have the followlng suggestions:

On page 1040, in the comments referring to Section 1530,
we suggest that in paragraph 2, the second sentence be changed to
read ag follows: "The change makes the amoumt correspond with the
minimum amount that the Controller must charge fer servicing the
prop'éﬁ:ir under Section 1540(c)." (Underscoring indicates suggested
changes) . ' ,

On page 1043, Section 1532(c¢) provides that sums payable
on iravelers checks or money orders eschested under Section 1513 shall
be paid to the Controller not later than 20 days after the final date
for filing the report, We believe that in connection with this type
of item, it would be well to require the payment to accompany the re-

port.

On page 1052, we suggest that Item 9 be added to read as fol-
lows: "(9) ¥or transfer to the Inheritance Tax Fund the amount of
any inheritance taxes determined to be due and payable to the State by
any claimant with respect to any property claimed by him under the pro=-
vieions of this chapter," This would be similar ‘o the provision found
in CCP, Section 1325(h). '

On page 105k, we believe the language of Section 1571(a)
should be softenad to read as follows: "1571{a) The State Controller
may, at reasonable times, and upon reasounable notice, examine the recorda

of any person to determine whether all unclsimed E_g_o_ggrtx hag been re-
ported pursuant to this chapter." The existing language gives the



Californis Law Revision Commission
December 1k, 1567
Page 2

impression that we could examine the records only 1f we suspect fraud.
The language we are proposing would authorize us to examine records as
a routine matter, similar to authorizatlon contained in various tax proe-

gramg,

We would like to obtain 100 coples of the report on escheal
when it is published, Could you add this to your printing estimate and

bill us for it? _
If you have any questions, please let us know,

Very truly yours,
HOUSTON I, FLOURNOY, STATF CONTROLLER

5, 3 Cord, Chief
Divigion of Accountirg
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F. Sunday Examiner & Chronicle, December 10, 1967 dirss

State Eyes

EXHIBIT IT

Section C Page 1

Dividend Bonanza

By JACK MILLER

The state is lnckl 1 its
chops over prospects of get-
ting its hands on what may
be & mulii-million dollar un-
claimed dividead hoard.
© H's money held by many
corporations because they
can't find the rightful own-
ers. .

right io seive these fimds —

‘valuables - by the Undform
a}ispustﬁonofUnclaimed
: Act of 1959.

! “But few corporations
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and millions ‘more in other | change

have been reporting mn-
vlaimed dividends to the con-
trolier,” John Barsell, depu-
ty attortey general, toid The
Examiner,

The state, {oo, he indicat-
ed, has been sitting on ils
hands. “The coutroller nsver
bas enforced the law —

But victory of a Hitle-
known lawsuit over the stat-
ute of Lmitations is going to
this, Barsell ex-
plajned, adding: *“This In

ing!m' M

The siate ix starting a pilot

P .

-001Y | countless
mepu’gwhathubmre-

what the controller was wait-{

program’ hr’ﬂy’ﬁ oRlvass

and fervet out
unc!ra;meddividmdl and
stoek

it may open up a Pandot-
l‘a’s Box,” Barsell said, No
ong’ knows- how much is at
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green light ecn ynciaimed

property
he wished. Barsell represent-
ed the controller.

The Immedigte result; The
State recovered some $3 mil-
lion. from Bank of America
and other banks in the stafe.

The BA suit involved
Christmas club accomts,
cashier, traveler and cert-
fled checks, money orders
and drafls as well ns divi-

unclaimed divide

&

- .

stocke are aggressively pur-

going back as far as | sued

An Assembly report on the
abandoned property situation
made for the Legislature in
4969 when the law was
passed estimated the total
fhoard at up to £100 miilion.
This included the gamut- —~
*s.:cvhiga aceombs, interest,
©

Testimony then declared:
*For the banks, life insur-
gnoe companies, ufilities and

property, it proves a wind-

corporations holding this|Property

ration held $180,000 in un-

checks. In additlon, there
wag the value of the mm-




